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Is the FHA One Per Cent Payoff 
Premium Too High? 


And should FHA regulations be 
changed to limit prepayments 
to 15 per cent in any one year? 


N FHA loan can be paid off any time 
with a 1 per cent premium. Is it 


too high? And to keep loans 
in our portfolios, should the FHA regu- 
lations be changed to permit borrowers to 
pay off only as much as 15 per cent in any 
one year? 

Should mortgagees get an additional 
bonus if loans are prepaid? 

Two MBA members tackle these ques- 
tions here and a third asks some questions. 

O. L. Rieder, assistant vice president 
of the Cleveland Trust Company, 
doesn’t see much advantage of chang- 
ing right now. He says that: 

“At the present time an FHA loan may 
be paid off at any time by paying 1 per 
cent premium. This isn’t too high in my 
opinion. In fact, it’s low in comparison 
with the prepayment penalties provided 
in many conventional loans today. With 
them, penalties average from 1 per cent 
to 3 per cent. 

“The FHA is still too new to have es- 
tablished a reserve percentage. However, 
we all acknowledge that to protect the 
mutual mortgage fund properly, some 
penalty must be paid to offset the loss of 
income on prepaid mortgages. Although 
I do not believe the 1 per cent penalty is 
too high, I think it is more than ample to 


compensate the fund, just as I believe that 
one-half per cent insurance charge is far 
greater than will ever be needed for losses 
on FHA loans. The charge could remain 





Two of the mortgage bankers 
contributing to this forum on 
FHA problems say the 1 per cent 
pay-off premium isn’t too high. 
And they aren't very enthusiastic 
about the possibility of limiting to 
15 per cent the amount that can be 
paid off in any one year. The third 
mortgage banker contributing his 
views here asks some pretty im- 
portant questions which we hope 
will be on some future Clinic pro- 
gram for a full review. 





at 1 per cent or even be increased; but 
some allocation to the mortgagee should 
be made. 

“Another related question is pay-offs. 
In order to keep FHA loans in the owner's 
portfolio should we attempt to change the 
FHA regulations which would permit the 
borrower to pay off only up to 15 per cent 
of the original amount in any one year? I 
vote no. 


“Under the present regulations a bor- 
rower can prepay in full at any time dur- 
ing the life of the loan upon the payment 
of the 1 per cent penalty. This gives the 
FHA some reimbursement for its insur- 
ance fund but allows nothing for the 
mortgagee who may not have had the 
mortgage on his books long enough to 
have offset his cost of acquisition. 

“However, I do not advocate a change 
in the FHA regulations which would 
eliminate the prepayment privilege. This, 
I believe, would work an undue hardship 
upon the mortgagor who affected a sale of 
his property, or had some other reasonable 
request for the prepayment of his loan. 
He would then be entirely at the mercy 
of the mortgagee, and might either have 
to pay an unjust amount of interest and 
excess penalty or lose the sale. I agree 
thoroughly that, under the present set-up, 
mortgagees are being unduly penalized by 
the early prepayment of FHA loans. But I 
believe the equitable way to correct the 
situation is to increase the percentage of 
prepayment penalty rather than eliminate 
the privilege of prepayment. 

“A mortgagee should get an additional 
bonus if his loan is prepaid. Assuming 
that the prepayment privilege is not elim- 
inated, I then believe that the 1 per cent 
premium should be increased. 

“It seems a logical conclusion that if 
the FHA is entitled to reimbursement for 
its insurance fund on a prepaid loan, the 
moitgagee should likewise be reimbursed. 
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This would cover partially at least the cost 
of setting the loan on the books, or, in 
the case of a broker-originator, would be 
some compensation for his cost of han- 
dling or loss of income by refund to his 
buyer.” 

The view of George H. Schmidt, 
treasurer of the Title Guarantee and 
Trust Co. of Baltimore, is much the 
same. Says Mr. Schmidt: 

“As to the 1 per cent premium being 
too high, we ought to consider it from 
two entirely different points of view: 
First, that of the FHA to whom the 
premium is paid; and second, that of the 
mortgagee who gets nothing by way of a 
bonus, but is benefited somewhat by hav- 
ing the penalty for prepayment high in 
that it will discourage these payments. 

“I feel certain that 1 per cent is not too 
high from the mortgagee’s view. The 
mortgagee does not want to have his 
mortgages paid prior to maturity ; and any 
fee or bonus assessed against the mortga- 
gors which would discourage prepayments 
would certainly benefit the mortgagee or 
lending institution. 

“The FHA has now had five years’ ex- 
perience which should be sufficient time 
to test the adequacy of the 1 per cent pre- 
payment fee. I suggest that the Association 
might take this matter up with FHA. If it 
is too high, why not attempt to have the 
regulations changed in order to permit the 
mortgagee to retain a portion of the charge 
as a bonus for prepayment. 

“Neither do I think it would be prac- 
tical to limit prepayments to 15 per cent 
in any one year, as it would mean a com- 
plete revision of FHA'’s regulations, and 
would eliminate the 1 per cent prepay- 
ment charge, as there would not be any 
provision for prepayment. 

“This would be entirely too rigid. 
There must be some flexibility to cover 
the various contingencies which may arise 
where the mortgagor must pay off the 
mortgage, as in the event of the sale of the 
property. Then, too, I believe that the 
competition of other types of mortgage 
financing would make such a change im- 
possible. 

“I do feel, however, that the mortgagee 
should get an additional bonus when a 
loan is prepaid. If the regulations were 
changed, however, so as to permit such a 
provision in the mortgage, I doubt if it 
could be used. Here again we run up 
against competition; there would be a 
double charge for prepayments of the 1 





We all know the various sources and 
the various media that mortgage men 
are using today to get new business— 
direct solicitation, building permits and 
Dodge reports, newspaper advertising, 
telephone solicitations, direct mail, 
contractors, realtors and mortgage 
bankers, and present borrowers. 

In my opinion the best results in 
obtaining new business can be had 
through the cooperation of contractors, 
realtors, and other mortgage bankers, 
and in that order. 

At one time and another during the 
history of our company, we have at- 
tempted the solicitation of new busi- 
ness by preferred brokers who have 
tried door-to-door solicitation ; by leads 
furnished such brokers through build- 
ing permits and Dodge Reports; 
through newspaper advertising to a 
limited extent, and through telephone 
solicitation. 

In addition to this, we have at all 
times worked as closely as possible with 
a select group of builders, realtors, and 
associates in the mortgage business. Of 
these methods, our success has been the 
greatest with this last group. 

We have found that solicitation by 
brokers, telephone, advertising, and 
building permits are among the most 
expensive forms of obtaining new 
business because of the necessity of 


One Man’s View of How to 


Get New Business 


weeding out undesirable credit risks, 
locations and properties. Direct mail 
advertising, door-to-door solicitation, 
and even the use of telephone solicita- 
tion result in the receipt of a great 
number of applications which, for one 
reason or another, must be declined. 
This only means that the expense of 
procuring business, (which is too high 
at best), is raised to a level which is, 
in our opinion, unreasonable. I think 
that the most substantial business leads 
can be obtained from working directly 
in the field with the property. 

By working closely with a group of 
builders whose credit is beyond ques- 
tion, and realtors who understand the 
type of security in which we are inter- 
ested, we have been able to obtain a 
volume of business which is sufficient 
to satisfy all our principals, and which 
has been of such a quality as to cause us 
a very minimum of servicing trouble. 
Based upon our own experience, it is 
my opinion, and that of my associates, 
that we shall continue this close co- 
Operation with a select group in the 
belief that through this method we can 
most economically obtain the quality 
and type business best suited to our 
portfolio—Norman R. Lloyd, presi- 
dent, Allied Mortgages, Inc., and 
president, Cleveland Mortgage Bank- 
ers Association. 











per cent to the FHA in addition to the 
mortgagee’s charge. I believe the only pos- 
sibility the mortgagee has of obtaining a 
bonus is to have the FHA permit the mort- 
gagee to retain a portion of its 1 per 
cent charge.” 

Claude R. Davenport of the First 
Mortgage Corporation of Richmond, 
Virginia, raises some important ques- 
tions relative to servicing FHA loans. 
He says: 

“The mortgage loan executive today 
arises in the morning beset by problems 
of increasing competition, reducing inter- 
est rates and excessive anticipations on 
his loans. He retires in the evening 
harassed and perplexed by continually in- 


creasing operating expenses. 

“When I try to find where we stand 
today, I often think of the little ditty 
which seemed to be so appropriate in the 
hectic days of World War I. It ran: 


‘I wish that my room had a floor. 
I wouldn't so much care for a door. 
But this walking around 
With your feet off the ground 
Is getting to be quite a bore.’ 


“Today as we try to solve the question 
of operating expenses, we are, of course, 
constantly disturbed by the question 
‘whether or not we can show a satisfac- 
tory margin of profit from the servicing 
of monthly payment loans on a limited in- 
terest differential.’ 


(Continued on page 6, column 1) 
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How to Run an 
MBA Local Chapter 


Last of a two-part article 











In the February issue of Local Chapter 
News we discussed the set-up of the Chi- 
cago Mortgage Bankers Association as an 
association; we told you in some detail 
how its committees are organized and 
what they did in 1940. Our purpose was 
to show how this oldest MBA chapter 
operates, what it does and what it has 
accomplished for its members—our hope 
being that it might prove a helpful guide 
for some of our younger MBA chapters. 
In this, the concluding chapter of this 
article, we'll describe some of the services 
the CMBA sends to members. 

SERVICES RENDERED: The services a 
local MBA renders can’t be measured 
merely in what it sends to members—but 
they're important! CMBA sends at least 
two services to its members every month. 
Here they are: 

Real Estate Sales Report: Reported 
real estate sales by all CMBA members, 
issued 5 or 6 times each year showing 
type of property, location, sales price 
and date of sale. 

Statistical Survey: Issued quarterly 
and shows mortgages and trust deeds 
recorded in Cook and Lake Counties. In 
addition it includes: Comparative study 
of foreclosures of trust deeds in Cook 
County; Cook County foreclosures 
classified as to dollar consideration; 
and building permits. (For example in 
the last service of 1940, comparisons 
were made for 1939, 1938, 1937 and 
1936.) 

Roster: Issued annually, a printed 
booklet showing all members’ names, 
their firms, addresses, etc. 

Interest Rate Study: Issued semi-an- 
nually. It’s an analysis of interest rates 
of mortgages recorded in Cook County. 

Others: Here are other services 


(Continued on page 4, column 1) 





MAR 19 194; 


New York 1941 Convention City; Dates 
Are Set as October 1, 2 and 3 


New York’s the MBA convention city 
for 1941—and the dates are October 1, 
2 and 3. The hotel is the Roosevelt. 

It will be MBA's 28th annual conven- 
tion and the first time we have ever met 
in the nation’s largest city. 

But MBA isn’t exactly a stranger to 
New York. Some of our most active mem- 
bers are in that city, particularly some of 
valuable institutional lender members. 


MBA, incidentally, was organized in New 
York, that is MBA's predecessor was. In 
April, 1914 the Farm Mortgage Bankers 
Association was organized at the Hotel 
Astor and the following October held the 
first annual convention in Chicago. 

Plans for MBA’s annual convention 
this year are already being made and they 
include some new ideas. Watch for de- 
tails about them in these pages. 





Detroit MBA Has “Clearing House” 


for Conventional Applications 


The Detroit MBA last year placed in 
Operation a plan which we can recom- 
mend to every local Association. The 
secretary's office was made a “clearing 
house” for conventional! loan applications. 
Members were asked to report all applica- 
tions to the secretary so the “loan shop- 
per” could be spotted quickly. The theory 
back of the move was to attempt to elimin- 
ate, as far as possible, this troublesome 
factor in mortgage lending. Charles H. 
Sill, DMBA president this year, tells us 
that the plan has worked out well. Mem- 
bers generally have been pretty prompt in 
reporting applications. When they haven't 


reported, it’s been primarily a case of not 
being entirely familiar with the plan, its 
purpose and the benefits to all that can 
logically be expected. This year, he says, 
the group is going right ahead and “even 
better results are to be expected.” It’s an 
example of local associations deciding on 
a plan that they know will aid mortgage 
banking as a whole; and then putting all 
efforts behind it. Naturally, local associa- 
tions cannot expect such plans to work 
perfectly the first two or three months. 
They take time. But they’re worth every 
effort put into them. , 





Huntingt 


on MBA Members Agree on 


Standard Rate of Loan Costs 


Everything considered, the Huntington 
MBA of Huntington, W. Va., did one of 
the best jobs last year of any MBA local. 
Organized only in May, 1940, its mem- 
bers can point to some really constructive 
accomplishments. For one thing, they 
reached an agreement among themselves 
as to the standard rate of loan costs 
charged on all residential loans, FHA or 
uninsured. The Association then printed 


a pamphlet giving all members’ names 
and showing a schedule of minimum total 
costs on real estate loans. The table lists 
amount of loan, initial deposit and total 
costs; loans from $2,000 to $10,000 are 
quoted. 

Then this chapter did something else— 
splendid for a city of its size (population 
around 75,000) but probably not adapta- 


(Continued on page 4, column 1) 
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What MBA Chapters Are Doing 
about State Legislation 


A partial review of some bills 
affecting mortgage lending in 
the state legislatures this year 


HAT'S up this year in the state 
\ Ny legislatures? After we had 
made a preliminary survey of 


those states in which MBA has members 
(and intended to publish it in the last 
issue of Local Chapter News) we led off 
our article this way: 

“What bills have our state legislators 
cooked up this year? Not many, judging 
from reports reaching the MBA national 
office. Of course, it’s early, as our corre- 
spondents all emphasize ; but so far it’s an 
off-season as far as new mortgage legis- 
lation is concerned.” 

We're changing our tune now. The 
woods are full of new proposals and laws 
that have a direct meaning for mortgage 
lending—so many, in fact, that we can't 
begin to give you more than an inkling 
of many of them. We are sending to our 
members all legislative material we can 
get that affects their own states; and we'll 
send it to any member in any other state 
who requests. 

Now let's call in some of our Local 
Chapter News correspondents and see 
what they have to say: 

CALIFORNIA: Mortgage bankers expect 
a bill to be introduced in the state legis- 
lature which, if passed, will restrict the 
right of mortgage lenders to control the 
writing of insurance on properties which 
secure their loans. The bill, if it material- 
izes, will be sponsored by various insur- 
ance agents and brokers organizations as 
similar bills have been in the past. This 
year, however, the bill is reported to have 
the support of the Insurance Commission- 
er. Members of MBA of Southern Cali- 
fornia are watching developments with 
keen interest, says John M. Marble, presi- 
dent, The John M. C. Marble Company, 
Los Angeles. (Incidentally, there's an- 
other state in which MBA is strongly 
represented where similar legislation may 
develop. Our local chapter's members are 
alert to the possibilities—and ready to act 


when, as and if it’s necessary) .* 

MASSACHUSETTS: Establishment of a 
three-member state mortgage and loan 
appeal board in the state department of 
banks, with power to hear complaints 
arising out of mortgage, loan or condi- 
tional sales contracts, has been proposed. 

Under terms of the proposed legisla- 
tion no more than two of the board's 
members could be of the same political 
party. Each member would be paid $30 
a day when the board sat, but not more 
than $3,000 annually. None could be 
associated while sitting on the board with 
any concern doing business of a character 
that might be reviewed by the board. 

“The board shall have jurisdiction,” 
the measure proposes, “to review any 
transaction of a bank, insurance com- 
pany, finance company, loan company, 
corporation, partnership, association or 
individual dealing in mortgages or loans 
which may be brought to the attention 
of the board by any borrower aggrieved 
by such transaction, or by his duly author- 
ized agent. 

“The board shall make a decision in 
every case, and if necessary transmit it to 
the proper state department for action.” 

GeorciA: In this state a Documentary 
Stamp Tax Bill has been proposed. The 
bill says it’s ‘‘an act to levy an excise or 
privilege tax upon the recording of cer- 
tain documents” and then in (a) of Sec- 
tion 2 it defines documents as “mortgages, 
security deeds, deeds of trust, bonds for 
title and any and ail other instruments 
conveying real estate . . . etc.” Write 
Georgia Bankers Association, Atlanta, for 
complete copy of bill.* | 

SouTH Dakota: Here a bill has been 
introduced “pertaining to the existence of 
an emergency affecting owners of real 
property covered by mortgages . . . ex- 
tending the period of redemption . 
etc.” (MBA members interested in this 
can secure a special report on it by writing 


the national office.) 

Iowa: Iowa House Bill No. 41 would 
repeal Section 12377 of the Iowa Code, 
1939, and here's what it says: “If the 
mortgaged property does not sell for suf- 
ficient to satisfy the execution, a general 
execution may be issued against the mort- 
gagor, unless the parties have stipulated 
otherwise.” (Association of Life Insur- 
ance Presidents advise us that they're tak- 
ing action.) 

Iowa House Bill No. 43 has to do with 
the “foreclosure of mortgages, the fixing 
of a minimum or upset price below which 
the same may not be sold in certain cases, 
and providing for jury trial on questions 
of value.” Interested members should 
write us for further data on this and an- 
other proposed legislation in Iowa. It's 
too lengthy to record here. We can get 
the lowa MBA's recent bulletin for any 
member who requests it. 

Missouri: “Nothing expected in this 
state for the next month or two be- 
cause of delay in installing the new Re- 
publican governor,” Joseph H. Schenk, 
St. Louis, writes. The St. Louis MBA is 
interested in no special bills. 

Onto: “Nothing expected in Ohio.” — 
Howard S. Bissell, Cleveland. 

OrEGON: ‘No developments in a legis- 
lative way in Oregon,” Reade M. Ireland, 
Portland, reports. 

ALABAMA: “No bills reported yet that 
would affect mortgage banking,”—R. 
Morey Hart of Birmingham. 

New York: See last issue. 

ILLINOIS: Previously reported and a 
more complete report will follow later. 
The CMBA has just issued a bulletin on 
Federal and Illinois legislation. 

NEBRASKA: Here a bill “to provide for 
the organization of cooperative farm land 
companies to facilitate the acquisition of 
title to agricultural lands by those who 
till the soil; to prescribe the powers and 
functions of such companies; and to de- 
clare an emergency,” has been introduced. 





* Ask National MBA office for additional 
data if desired. 
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COOPERATION PAYS 


Does standardization of practices and 
cooperation among mortgage men pay? 
Here are some dollars-and-cents facts to 
prove that it’s costing mortgage men over 
the country a great deal of money by not 
doing a little more cooperating. 

The president of one MBA local chap- 
ter declared-a few days ago that last year 
it cost members of his association over 
$900,000 by not charging the one percent 
service fee in 1940 FHA loans to which 
they are entitled. That averaged around 
$10,000 for each member office, he said. 

If members would all agree to make 
this charge, there would be no question 
about getting it, he added. The president 
of another local chapter said that $10,000 
is exactly what not making the charge 
had cost his firm last year. It so happens 
that both of these two local associations 
are among the most efficiently organized 
of our 30 groups. 


* * * 


PURELY PERSONAL 


Robert Stewart of Prudential’s Cincin- 
nati office is a naval reserve officer, ex- 
pecting a call any minute . . . wonder how 
many other local association members are 
in the same boat or expect to be in that 
boat ? 


What the State Legislators Are Doing 


(Continued from page 2) 


As G. K. Baumgartner, The First Trust 
Company of Lincoln, says, this may not 
directly affect mortgage banking but it 
should prove interesting to institutional 
investors who have acquired considerable 
real estate. Other legislative news from 
Nebraska: 


L. B. No. 188 abolishes a law to which little 
attention is paid and which requires that all 
deeds and mortgages on real estate shall cor- 
rectly state the amount of consideration paid 
and to abolish penalty. 

L. B. No. 103 provides, after a petition for 
the foreclosure of a mortgage has been filed, 
no action at law may be had for the recovery 
of the secured debt. 

The legislature in 1938 attempted to pass a 
bill abolishing deficiency judgments but the 
Supreme Court has not upheld the law and has 
ruled that even after sheriff's sale of a fore- 
closed property has been held, that the District 
Court is obliged to permit the case to be re- 
opened so that suit may be brought on the indi- 
vidual obligation for any deficiency over and 
above the price bid at the sheriff's sale. 

L. B. No. 70 amends law relating to per- 
mitted investments by savings banks, by raising 
from 50 percent to 60 percent of appraised 
value, the amount that can be loaned on un- 
encumbered and improved real estate; provides 
that loans may be made on unimproved real 
estate not to exceed two-fifths of appraised 
value; authorizes the insurance of loans by Fed- 
eral Housing Administration; loans on im- 
proved real estate and so insured may be in an 
amount not to exceed 90 percent of actual cash 
value; authorizes loans up to $1,000 on written 





Clifford Harvuot, Cincinnati MBA's 
secretary, recently took on The Guardian 
Life Insurance Company account . . . this 
MBA local has added the Atlas National 
Bank, represented by Robert J. Ott, vice 
president, to its membership rolls . 

Albert Mayer, Jr., a member of Cin- 
cinnati MBA, is now the president of the 
Cincinnati Real Estate Board, the third 
member of his family to occupy that office. 
His father and uncle preceded him in 
the post... 

Speaking of the usefulness of local As- 
sociation monthly bulletins, the current 
issue of the lowa MBA publication is a 
case in point . . . in it Earl S. Linn, presi- 
dent, analyzes for members the proposed 
legislation in the state’s legislature that 
affects mortgage lending . . . 

The Mortgage Bankers Association of 
Northern New Jersey has joined with 
seven other organizations and is asking 
the state senate and assembly to direct an 
inquiry into all mandatory “spending” 
laws on the statute books . . . sounds like 
a good idea for almost any state .. . 


obligations, with or without co-signers and with 
or without security within maturity, limited to 
two years, base amount not to exceed actual 
amount loaned plus interest, if insured by the 
Federal Housing Administration. 

Texas: There’s plenty of activity in this 
state and the Texas Mortgage Bankers 
Association is on the job. House Bill No. 
89 provides that no real estate shall be 
sold to satisfy a mortgage or deed of trust 
except in pursuance of a judgment of a 
district court. This would eliminate all 
foreclosures under the power of sale in 
a deed of trust by the trustee. 

House Bill No. 35 provides that no 
foreclosure shall be consummated unless 
the highest bid at the sale is at least 75 
percent of the appraised value of the 
property. : 

“You can see that both of these bills 
are of tremendous importance to all prop- 
erty owners and investors,” says T. A. 
Blakeley, Texas MBA secretary. ‘There 
is no necessity for the passage of these 
bills. In my opinion they would greatly 
increase the cost of foreclosure, making 
it mecessary to employ attorneys in all 
cases, go to expensive advertising and 
publishing of notices of sales in news- 
papers, thereby adding additional costs 
and burdens on the man who must and 
does borrow money on real estate.” 

Many years ago both Texas life companies 
and out-of-the-state companies were not per- 
mitted to make loans in excess of 50 percent ‘of 
the value of the property. A few years ago, Arti- 
cle 4725, which applies to Texas companies, was 
revised and now provides that Texas companies 
may make loans on property “the value of which 
is 40 percent in excess of the amount loaned 
thereon.”” But at that time, Article 4766, apply- 
ing to out-of-the-state companies, was not re- 
vised, and in order for them to get a credit on 
their premium tax under the Robertson law, 


these mortgages must still be on a 50 percent 
basis. 

M. H. Guillot, a Texas MBA member, has 
had a bill prepared revising Article 4766, ap- 
plying to out-of-the-state companies, providing 
that they too may make loans on real estate 
“the value of which is 40 percent more than 
the amount loaned thereon,” and that these 
loans will be acceptable as ‘Texas Securities” 
under the Robertson law and entitle these com- 
panies to the premium tax reduction. 

FLoripa: “Nothing in this state yet,” 
writes Lon Worth Crow, Jr., of Miami. 

UtaH: Newell B. Dayton, vice presi- 
dent, Tracy Loan & Trust Company of 
Salt Lake City, says nothing directly affect- 
ing mortgage interests up this year. The 
governor has, however, proposed an elab- 
orate reorganization plan through a series 


of new laws. 
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Huntington Agrees 


(Continued from page 1) 

ble to large metropolitan centers. All the 
Association members agreed to advertise 
cooperatively. Joint advertisements carry 
all members’ names. It hasn't been all 
easy sailing, however. One firm in the 
city (not a member) advertises separately 
and offers ‘interest rate as low as 41, 
percent—the borrower pays no broker- 
age.” It's apparently another case of using 
a drawing card because the organization 
seems to be making few, if any, loans at 
this rate. Ray D. Powell is president of 
the chapter this year; E. T. Kirk vice 
president and R. T. Ayers secretary- 
treasurer. Meetings are held every two 
weeks in the evening. 


REPRESENTATIVE PHILLY 


There's a word for the Philadelphia 
MBA—and it's representative. This local 
association has done an outstanding job 
in perfecting its organization. This one 
statement tells you why: Organized in 
1939, the group now has 36 members and 
these 36 represent better than 85 percent 
of those institutions actively engaged in 
the mortgage investment business in that 
area. So when the Philadelphia MBA sets 
out to do something or discuss anything, 
they can feel assured that whatever is 
said or done, it’s representative. The or- 
ganization is functioning smoothly, as 
any MBA member who attended the Janu- 
ary Clinic will testify. Four new members 
have been added: Corn Exchange Na- 
tional Bank and Trust Company, Penn 
Mutual Life Insurance Company, Provi- 
dent Mutual Life Insurance Company and 
Markeim-Chalmers-Ludington, Inc. Nat 
Wolfsohn tells us that Frank J. Smith, 
Provident Trust Company and member- 
ship chairman, should be singled out for 
special credit for adding these important 
members. 





WILL ACT AS UNIT 

And here's what Detroit MBA mem- 
bers are doing about the Soldiers and 
Sailors Civil Relief Act. (Other local 
chapters note this action well.) The 
DMBA's FHA group met and discussed 
nothing but the effects of instituting fore- 
closures under this legislation. The ma- 
jority opinion was that, on default of the 
mortgage, foreclosure proceedings should 
immediately be instituted so that lenders’ 
rights could be protected under the FHA 


How to Run an MBA Chapter 


(Continued from page 1) 


CMBA released in 1940: (1) Com- 
plete explanatory letter on Jones- 
Wheeler bill; (2) Collected data on 
findings of the Chicago Land Use Sur- 
vey; (3) Survey on construction costs 
and wage rates; (4) Census figures on 
metropolitan Chicago and suburban 
cities, with comparisons; (5) A study 
in graph form showing earning value 
of land based on rental per month per 
front foot for one-story store buildings ; 
and (6) numerous letters advising 
members of meetings, activities, etc. 
(CMBA also has an employment ser- 
vice that’s worked. It's placed several 
men and women in good jobs, gotten 
employees for jobs members have had 
open, and is generally helpful.) 


How They Do It 


Activities: CMBA has two big general 
meetings; one in the Spring and the an- 
nual meeting. At the 1940 spring meeting 
an important Chicago bank official and 
W. A. Clarke of Philadelphia (MBA 
Governor) spoke; at the annual meeting 
CMBA members heard a prominent Uni- 
versity of Chicago faculty member speak 
on a “war” subject. CMBA holds a golf 
tournament every summer—and, as you 
might expect, it’s full attendance. 

How Tuey Dip It: As you'll probably 
agree from reading these observations and 
those in the February Local Chapter News, 
CMBA is active. It’s accomplishing some- 
thing for mortgage banking interests in 
Chicago. How did it get where it is to- 
day? The answer: by constant plugging. 
Four CMBA members today were founder 
members—in 1916. They are Byron V. 
Kanaley (who was the first president and 
served four terms), Charles W. Hoff, 
Emil H. Seeman and Edgar N. Greene- 
baum. That reflects the stability.that’s ac- 
tually a predominant characteristic of this 
MBA local. CMBA has 93 active mem- 
bers; it started with six or seven. What 
CMBA has done, any MBA local can do 
if members go at it and keep after it in 





loan. Then, if it is deemed necessary, ex- 
tend the leniency at the end of the re- 
demption period. The object of the 
DMBA's FHA group was to get all mort- 
gage companies making FHA loans to act 
in unison so that there will be no reflec- 
tion on any one company. 


the same way this Association has. CMBA 
members long ago realized that many of 
the problems affecting mortgage men can 
only be effectively solved through joint 
action. They've done that and the results 
have generally been more favorable than 
had been previously anticipated. 

In Chicago there are hundreds of busi- 
ness men’s clubs, associations, organiza- 
tions, groups. Most of them are buried in 
utter obscurity as far as their influence and 
accomplishments go. CMBA isn’t among 
them. It’s by no means an exaggeration to 
say that it is among the most prominent 
and influential groups of its kind in the 
city. To verify that ask any newspaper 
man in the financial or real estate depart- 
ments. They usually know. 

To all this, many CMBA members may 
say: “Is that us? I didn’t know we were 
that important.” It’s the CMBA all right 
but, as with many people, they're prob- 
ably “too close to the forest to see the 
trees." These interpretative observations 
are pointless unless they serve the pur- 
pose in our mind when we set them 
down which was, in case you've forgotten, 
How Can the 30 Other MBA Associa- 
tions Profit from CMBA’s Example? 


You Can Do It 


We think they can. Study what CMBA 
has done, is doing. Can your group use 
any of their ideas, either as they are now 
or re-adapted for your specialized need? 
Anything that’s been as successful as 
CMBA has for nearly three decades must 
have something you can use. 

WHERE’S THE CATCH? There isn’t any 
catch. Most of our MBA locals can work 
along the same lines as CMBA and show 
similar results. It must be admitted, how- 
ever, that, at the moment, not many of our 
local groups are in a position to set up a 
suite of offices and retain two full-time 
employees as CMBA has. Mrs. Moyer, 
the executive secretary, spent 6 years at 
the national MBA office, is a thoroughly 
experienced Association worker, skilled 
in every local association activity. But local 
MBA's will only get assistance of the 
kind Mrs. Moyer and her assistant give to 
the group every day by first perfecting its 
aims and objectives and creating a strong 
interest among members so that they will 
know a local group is important to them 


individually. 
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The Kind of Appraisal Report a 


Life Committee Likes to See 


One thing committee members look 
for is evidence of judgment based 
on “horse sense,” says the author 


4E institution of life insurance 

holds in its coffers a staggering sum 

of money to be used for invest- 

ment. As reported by 42 companies, this 

sum approximated three and a half billion 

dollars in 1940. Of this amount $655,- 

000,000 were invested in first mortgages 
on city and farm real estate. 

The members of the Mortgage Bankers 
Association of America are urgently en- 
deavoring to invest this vast resource 
safely and with the maximum interest re- 
turn. It is easy to discern how this money 
has accumulated. The chaotic business con- 
ditions prevalent in the United States until 
recent years have kept the investing public 
from purchasing new homes or venturing 
into business enterprises. As a result, the 
accumulated cash reserves pyramided, hav- 
ing no proper outlet into the investment 
field, and interest rates declined. 

The advent of FHA, permitting insured 
mortgages, had the reaction of fixing the 
interest rate at 5 percent. Later, 41/, per- 
cent interest became popular. Various 
sources of money have progressively de- 
flated the interest rate in fractional points 
until today it is not at all uncommon to 
hear an even lower rate quoted. 

There has crept into the underwriting 
of FHA mortgages a reliance upon the 
guarantee of the government. Some mort- 
gagees rarely take the trouble to examine 
a construction job which is being con- 
trolled by periodic FHA inspections. 
There is the attitude that any underwriting 
which is done on FHA mortgages must be 
by selection of the area in which the prop- 
erty is located and the ability of the bor- 
rower, through his earnings, to amortize 
his indebtedness over a given number of 
years. The ease of underwriting FHA 
mortgages perhaps influences members of 
the Committee passing on loans in behalf 
of life insurance companies to treat unin- 


By EDWARD D. AUER 


sured loans without due care and consid- 
eration. 

The appraisement of any property, 
therefore, is of primary importance when 





In these pages in the past you've 
read opinions by life insurance 
officials on the kind of appraisal 
reports they like to see. Here's 
another one—and a good one. Mr. 
Auer reviews some of the general 
conditions underlying mortgage 
lending today and then explains 
how important a good appraisal 
report is. He is assistant manager 
of the mortgage loan department 
of The Lincoln National Life In- 
surance Company of Ft. Wayne. 





it is being submitted for a mortgage loan. 

In the December Ist issue of The 
Mortgage Banker, Mr. Scheller of the 
Connecticut General Life Insurance Com- 
pany and Mr. Vollmar of the Western and 
Southern Life Insurance Company, ably 
outlined the salient points which are im- 
mediate barometers in the eyes of mort- 
gage underwriters when they analyze an 
appraisal. I can only elaborate on these 
points and perhaps stress a few which to 
me seem important. 

Foremost is the selection of an appraiser 
qualified to pass on realty values in the 
community with which he is familiar. This 
individual should determine the actual 
present day market value. We are aware 
that there are many different kinds of 
value, but it is our belief that if the true 
market value is expressed, it will represent 
a composite of the physical, sound, eco- 
nomic, replacement, capitalized, and util- 
ity value. From this same market value, 
we can determine the amount of the loan. 


Location of the real estate with respect 
to all influences of racial and zoning con- 
trol, as well as the proximity of the busi- 
ness center, schools, churches, arterial 
streets, transportation facilities, and parks 
should be given. 

The construction of the improvements 
must be carefully reported. Mention 
should be made of the present condition 
of the structure, whether or not the im- 
provements conform to the prevailing type 
in the neighborhood ; whether or not the 
general appearance, arrangement of 
rooms, landscaping, and other influences 
create sales appeal. If the items enumer- 
ated are in conformity, it is reasonable to 
assume that the property meets the aver- 
age use expected of it. 

Large size pictures, showing exposures 
of the improvement and street scenes of 
the surroundings, together with intelligent 
explanations listed on the reverse side, 
properly dated, are of immeasurable value. 
(We might add as an aside to those whom 
it may concern, that obscure fifth carbon 
copies of applications and appraisals on 
which committeemen must spend hours in 
an attempt to decipher blurred words and 
figures are not conducive to favorable con- 
sideration of a loan.) 

We find it helpful when an appraiser 
identifies a rental value by comparing it 
with other properties he has investigated. 
It is desirable to have the rental income of 
a business property identified over a pe- 
riod of several years. Recent sales in the 
area, fully reported as regular or forced, 
are enlightening. 

Furthermore, we ask that the appraiser 
analyze the undepreciated replacement 
value of the improvements, giving us the 
cubical volume of the property as accu- 
rately as it can be obtained and the re- 
placement cost per cube unit. The depre- 
ciation factor shown step by step, giving 
reasons for the disallowance of value due 
to obsolescence, over-improvement, char- 
acter of the district, physical condition, 
and saleability is invaluable. 

After all facts have been presented, 
there remains one unknown factor. This 


(Continued on page 6, column 2) 
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What Capitalization Rate to Use 
in Appraising Theatres? 


Here’s a subject, discussed by a 
competent authority, which hasn’t 
appeared in these columns before 


By WILLIAM LEWIS LEIGHLY 


APITALIZATION is the translation 
( of dollars of income into dollars 

of capital value. In appraising in- 
vestment-type real estate, we are actually 
evaluating the net yield therefrom which 
may not only be in the form of an income 
stream but also in capital appreciation. 

The proper capitalization or discount 
rate must be commensurate with the haz- 
ard of ownership, taking into full consid- 
eration the advantages which might accrue 
to a typical owner by the use of the realty. 
Often the benefits received from the own- 
ership of real estate are not all attributable 
to the realty itself but accrue to a business 
enterprise because of the ownership of the 
property housing such a commercial ven- 
ture. 

Such is the case with motion picture 
theatres. 

Theatre properties do not have the same 
general characteristics of most special pur- 
pose buildings. They are closely bound 
up not only with the ordinary problems of 
competition but also with the peculiarities 
of a type of entertainment which is only 
about 30 years old. The manufacturers in 
this industry (film producers) control 
many of the jobbers (film distributors) 
and retail distribution (individual thea- 
tres). This makes for monopoly ; and this 
wide-spread practice has been subjected to 
anti-trust investigation and prosecution in 
recent months. The apparent aim of this 
“trust busting” activity has been to elimi- 
nate some of the monopolistic controls of 
the producers and chain theatre operators 
in favor of the independent theatre owner 
or operator. 

It is extremely doubtful if the decree 
which was entered relative to block selling 
of films and theatre ownership will have 
such a salubrious effect on the economic 
status of the average independent theatre 
operator as to entitle him to be considered 


by the appraiser as an equal business risk 
with the chain operator in a metropolitan 
territory where the majority of theatres 
are controlled by well-managed chain the- 





Theatre properties do not have 
the same general characteristics of 
most special purpose buildings, 
Mr. Leighly says. It would be ri- 
diculous to assign a definite capi- 
talization rate to theatres as a 
whole. He warns that appraisers 
and investors—regardless of their 
views on the present charges of 
mono poly against the motion pic- 
ture industry—will do well to take 
this fact into consideration for 
lending purposes. Mr. Leighly is 
regarded as one of the most com- 
petent authorities on appraising in 
the Middle West. 





atre organizations. 

To suggest that a definite capitalization 
rate could be assigned to theatres as a 
whole would be ridiculous. The analysis 
of a theatre property must take into con- 
sideration many governing factors of value 
and upon the proper weighing of these in- 
fluences, a reasonable estimate of the risk 
may be made. 

Of primary importance in such an anal- 
ysis are the following: 

1. Definition of trading area from 
which theatre may expect to draw its pat- 
ronage—its trend, economic status of resi- 
dents, population density, and purchasing 
power. 

2. Competition both as to number of 
theatres and type of pictures shown, as 
well as added attractions, if any, in each. 

3. Necessity of premiums and extra 
features to attract patronage. 


4. Exterior appearance and interior 
design, appointments, accoustics, and air 
conditioning. 

5. Number of times weekly the the- 
atre is filled, admission prices, and per- 
centage of patronage at matinees and 
week-ends. 

6. Size of theatre for location: too 
large—expensive operation; too small— 
loss of patronage because of inconvenience 
of waiting. 

7. Cost of operation of the theatre as 
a going business, exclusive of rent, taking 
into consideration cost of films, employ- 
ees, premiums, advertising, etc. 

8. Need for modernization within the 
near future to meet competition. 

9. Lessee or owner an independent or 
chain operator. Protection of the trading 
area through the control of competing the- 
atres is one of the most persuasive argu- 
ments for the stability of chain operators. 
It is a well-known fact that a higher rental 
than is warranted by patronage will some- 
times be paid for a theatre in order to 
avoid encroachment by competitors. 

Approximately 15 percent of the gross 
receipts of a metropolitan neighborhood 
theatre can be paid as rent, provided there 
is reasonable patronage, and all of the 
above conditions are relatively favorable. 

A 12 percent to 14 percent profit factor 
based on gross receipts is considered fair 
for a lessee or owner operator, for man- 
agement supervision, interest on projec- 
tion room and sound equipment, and 
profit of enterprise. 

Because of the peculiar hazards of the 
theatre business, it is generally conceded 
that all invested capital in theatre improve- 
ments (and sometimes part of land acqui- 
sition cost) should be amortized over a 
period of 20 years (or at a maximum of 
25 years) at a safe rate of return through 
a sinking fund reserve. 

The capitalization or discount rate 
which appears to be proper for the ap- 
praising of the investment value of thea- 
tres leased to a financially responsible 
chain operator ranges between 8 percent 
and 10 percent, after all charges including 


(Continued on page 6, column 3) 
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Appraising High Grade Houses 


and Unfurnished Apartments 


These are the views of two prominent 
Middle Western mortgage bankers on 
these important real estate subjects 


OME believe that vast super-estates 
S into which wealthy men poured mil- 

lions during the twenties, are things 
of the past. Present trends seem to sub- 
stantiate this view. Today they are a drug 
on the market. “You Can't Give Them 
Away” was the title of an article in the 
Saturday Evening Post several months ago 
on the subject. It detailed the history of a 
few of them. Owners, faced with the tre- 
mendous upkeep, had closed them and, in 
most cases, were searching for someone 
who would take them as a gift. 

One huge estate in New York was typ- 
ical. The owner, a famous New York law- 
yer, tried unsuccessfully to give his estate, 
into which he had sunk several million 
dollars, to the county, and then to the 
state. Both offers were spurned. Munici- 
palities generally don’t want them because 
they haven't the funds to do anything with 
them—and they want the taxes. Public 
properties don’t pay taxes. 

How should the appraiser approach 
the valuation of the very high-grade 
house or estate is the subject of some ob- 
servations here by H. C. Bacon, secre- 
tary of Allied Mortgages, Inc. of Cleve- 
land. 

Mr. Bacon isn’t thinking primarily of 
these super-estates, of which there are 
relatively few, but the houses and estates 
further on down the line—those we con- 
nect with “wealthy” and ‘‘well-to-do.” 

Mr. Bacon writes: 

“Conditions that prevail today in the 
luxury-house field have a direct bearing on 
the appraiser's approach to the valuation 
of the very high-grade house or estate. 

“Due to the collapse of business in 1929 
and 1930, a great many estates and large 
homes were acquired by lending institu- 
tions, some of which are now in the pro- 
cess of liquidation. The market is, there- 
fore, overloaded, and forced liquidation 
has meant drastically cut prices. Munici- 
palities, having assessed the older proper- 


ties some years ago when high values pre- 
vailed, have been reluctant to cut these 
assessed values to today’s liquidating 
prices. Therefore additional cutting has 





cA ppraising a high-grade resi- 
dence today is not merely a matter 
of adding land value plus con- 
struction costs, Mr. Bacon writes. 
And Mr. Draper says that in Chi- 
cago today an unfurnished apart- 
ment building of the walk-up class 
must be of the highest type in the 
best neighborhood to use an 8 per- 
cent capitalization rate. Mr. Bacon 
is secretary of Allied Mortgages, 
Inc. of Cleveland and Mr. Draper 
is associated with Draper & Kra- 
mer, Inc. of Chicago. 





been done to the sale prices to encourage 
buyers to shoulder the heavy taxes against 
these properties. 

“As a result of these conditions, an ap- 
praisal of an older property will take into 
consideration the following factors: 

“(1) Obsolescence: Many of the large 
properties designed and built in the ’20s 
are today distinctly ‘last year’s hat.’ This 
is especially true of the rambling English 
cottage type with the roll roof which was 
so popular at that time. This obsolescence 
is not only apparent on the exterior, but 
it also has to be considered in the arrange- 
ment and size of rooms as well as equip- 
ment in the home. 

(2) Downward trend of surrounding 
territory: The older, high-priced residen- 
tial sections of the larger cities are, in 
some cases, on the downward path due to 
the encirclement by business and apart- 
ment houses. Even though the restrictions 
remain in full force, the territory has defi- 
nitely seen its best days and its value will 
steadily depreciate. 


(3) High upkeep and taxes: Older 
houses often have an outmoded heating 
system as well as a lack of insulation, 
which are apt to result in high heating 
costs. The general maintenance and taxes 
usually are equally expensive. 

(4) Comparative values of the neigh- 
borhood: Sometimes property owners 
have over-built the neighborhood. There- 
fore, this must be given consideration. 

“In appraising a new property, the 
question of architecture and design, both 
interior and exterior, is important since 
often a home built at high cost will reflect 
some personal whims of the owner and not 
be designed to appeal to the average buyer. 

“Restrictions are equally necessary since 
the expensive home is a drug on the mar- 
ket in a neighborhood in which zoning or 
restrictive bars have been let down. The 
only justification for a high price on a 
residence is the fact that it is attractive and 
is in a desirable district where the sur- 
rounding houses are of comparable value. 
In other words, an appraisal of high grade 
residential property today is not merely an 
addition of land value plus construction 
cost, but rather an analysis of the property, 
taking into consideration the known de- 
preciating factors of today, as well as a 
reasonable forecast of its desirability in 
the future.” 

From that subject we turn to unfur- 
nished apartments. What rate of capi- 
talization should be used in appraising 
the value of unfurnished apartment 
buildings? Arthur W. Draper, Jr. has 
this to say: 

“My views are not from the standpoint 
of a technical appraiser making up a re- 
port for a client, but rather those of a 
mortgage banker, insurance loan officer or 
bank executive who is considering a loan 
submission. 

“It has been my experience that these 
people think in items of a capitalization 
rate. | am first assuming that this rate of 
capitalization is to be based on the net in- 
come which has been arrived at by a care- 
ful analysis, after making proper allow- 
ance for vacancies and bad debts, operat- 


(Continued on page 8, column 1) 
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FHA PAYOFF PREMIUM 


(Continued from page 2) 


“I am convinced that, given a reason- 
able volume of loans and reasonable effi- 
ciency in operations, an organization can 
show a satisfactory profit from the servic- 
ing of FHA and other monthly payment 
loans with the average present-day differ- 
ential. I can't, however, prove that ser- 
vicing loans on this basis is profitable. I 
can't even demonstrate that the operations 
of my organization in connection with the 
servicing of such loans are efficient. I think 
our program on these matters is a sound 
program, but I recognize that the only 
way to get worth while information on 
that question is to check up the whole 
situation with other executives and organi- 
zations having the same problems. 

“It seems to me that there’s only one 
possible answer to the question: Since the 
service fee is small, should we not co- 
operate among ourselves, and with ulti- 
mate mortgagees and FHA experts, to de- 
vise the most economical method of ac- 
counting in connection with FHA and 
other monthly pay-type loans? 

“And the answer is, as I see it, that we 
must co-operate with each other in a frank 
exchange of information on this important 
phase of our operations. 

“For example where are we going to 
find satisfactory answers to questions like 
these: 

“Has anyone evolved a complete and 
satisfactory accounting and machine book- 
keeping system for handling the collec- 
tions on FHA loans? 

“Are servicing agents, generally, fur- 
nishing receipts for all payments received 
on monthly payment loans; and, if so, 
are not these receipts unnecessary where 
payments are received in the form of 
checks ? 

“Has any organization evolved a satis- 
factory system as to when delinquent 
FHA's should go out of the hands of the 
regular collection department and to the 
attorneys ? 

“Does experience indicate that it is 
best, where such cases go to the attorneys, 
to insist that they make some extra charge 
so as to teach borrowers to keep their loans 
away from the attorneys ? 

“Is there any standard practice among 
servicing agents on FHA loans with re- 
spect to inspection of properties during 
the life of the loans? 

“I think if we all had satisfactory 


AUER ARTICLE 
(Continued from page 3) 


is the degree of ability and good judgment 
possessed by the appraiser. I shall never 


forget the lesson taught me at a recent 
appraisal clinic. Twenty-five persons were 
chosen from several hundred in attendance 
to appraise real estate. All were intelli- 
gent, active, and well-informed real estate 
men, cognizant of the principles of real 
estate operation and mortgage lending. 
Separately, these twenty-five men were 
given for the appraisal test, a residence in 
the middle-class section of the community, 
well-located, in good repair, and for sale 
at that time. There was nothing unusual 
about the property except that it was of a 
gtade a trifle superior to its adjacent 


properties. 





Little things are important. No 
one disputes that. Here’s an ex- 
ample: Mr. Auer writes “As an 
aside to those whom it may con- 
cern, fifth carbon copies of app:i- 
cations and appraisals on which 
committeemen must spend bours 
in an attempt to decipher blurred 
words and figures are not condu- 
cive to favorable consideration of 
a loan.” We'll go Mr. Auer one 
better and say fifth carbons of any- 
thing should be waste-basketed. 





When the appraisals were opened, there 
was wide range of values, varying from 
$4,500 to $10,800. Later, inquiry dis- 
closed that this residence was sold for 
$6,450. It is alarming to realize that had 
the highest appraiser been employed, the 
resulting loan would have been for full 
value instead of a desired 60 percent. Con- 
versely, the use of the person submitting 
the lowest appraisal would have resulted 
in no mortgage being made. 

In my opinion, an appraiser's ability 
and good judgment are made up of long 
experience, superimposed on innate apti- 
tude—in other words, just plain, common 
“horse sense.” 





answers to these questions the mortgage 
business today would be a good deal sim- 
pler—and more profitable.” 


Make your plans today to attend either 
the Cincinnati MBA Clinic April 5th or 
the Dallas Clinic May 10th—or both. 


LEIGHLY ARTICLE 


(Continued from page 4) 


amortization of capital invested in realty 
and provided the lease is an equitable one 
for both lessee and lessor. 

An independently operated theatre beset 
by chain competition may have little value 
as a going concern. If competition can be 
controlled and the owner is experienced in 
the theatre business, a satisfactory return 
may be had during the term of his own 
management. This, however, is a charac- 
teristic which does not attach to the realty 
and cannot be given the same weight as 
the rental income from a theatre operated 
by a chain organization through a local 
manager. The personal factor must be 
disregarded ; the rental value estimated on 
the basis of the earning power of the busi- 
ness and capitalized or discounted at a rate 
commensurate with the best possible esti- 
mate as to the risk involved. Such a rate 
of return might well be 25 percent higher 
than that expected from a similar theatre 
operated by a well managed chain organi- 
zation. 


Proceed With Caution 


The history of the motion picture thea- 
tre operating business indicates that most 
individuals or corporations who have a 
well established chain of theatres will pay 
a fair rental but not one to exceed that 
figure which assures a reasonable profit. 
Without subscribing to the monopolistic 
practices or competitive tactics in the thea- 
tre business, it is important that they be 
carefully considered by appraisers and in- 
vestors in their estimates of value for 
lending or exchanging purposes. 


In only nine states, including New 
York, are mortgage moratoria in effect. 

Neither New Jersey nor Connecticut has 
ever had a moratorium. Pennsylvania had 
one that expired in 1939. Massachusetts 
and Rhode Island have never had mora- 
toria. Michigan's expired in 1940 and that 
of Illinois expired in 1935. Mortgage 
moratoria have expired in a total of eight 
states, been repealed in one more and de- 
clared unconstitutional in six more. In 
three states—lIowa, Mississippi and Ne- 
braska—recent decisions holding the sta- 
tutes unconstitutional have special inter- 
est, because in these cases the courts held 
that emergency conditions, previously 
recognized, no longer existed. 
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DETROIT IDEA 


Late last month the Detroit MBA spon- 
sored a dinner meeting which illustrates 
better than anything else we know the 
type of meeting local MBA chapters can 
sponsor with the greatest potential busi- 
ness profit for themselves. The panel dis- 
cussion was announced as Is Detroit Ready 
to Provide Modern Homes Inside the 
Boulevard ? 

The “Boulevard” is Grand Boulevard 
and embraces Detroit's blighted area. The 
DMBA is sponsoring an ambitious plan 
to clear this section of slum dwellings and 
substitute new housing. The project is 
naturally vitally’ important to all real es- 
tate and mortgage lending interests in 
Detroit. So the DMBA proceeded to mus- 
ter the best “talent” available to discuss 
the matter. Those who spoke included the 
city treasurer and city commissioner of 
buildings, the treasurer of the Builders 
Association, a member of the City Plan- 
ning Commission, the president of the 
Detroit Real Estate Board and an official 
of the Citizens Housing and Planning 
Council. 

The principal point worth noting here 
is not what was said—not many outside 
Detroit would be interested in that—but 
that a big city problem (the answer to 
which will doubtless mean a great deal to 
Detroit loan men in the years to come) 
interests DMBA members to the point 
that they do something about it. This is 
the type of MBA chapter meeting that 
pushes the social side into the back- 
ground and brings to the fore matters 
that have definite meaning for the local 
mortgage man. 


Mortgage Banking Then and Now 


The chief difference in the mortgage 
loan business now and 35 years ago is 
that it’s a case of 3 percent now and 9 
percent then was the gist of an address 
by Linn P. Campbell, president of the 
Byron Reed Company of Omaha, before 
members of the St. Louis Mortgage Bank- 
ers Association. His subject was The 
Mortgage Business Today and Yesterday. 
He pointed out that there is an increasing 
interest in farm properties and farm loans. 

St. Louis MBA expects an active Asso- 
ciation year under the leadership of J. 
Gregory Driscoll, president. Rental sched- 
ules and new home construction will im- 
prove, according to L. E. Mahan, presi- 
dent of L. E. Mahan & Company. Two 
major defense projects will be located in 
the city. Mortgage bankers over the coun- 
try will recall that two large FHA mul- 
tiple-housing units in St. Louis were 
recently foreclosed. Occupancy in them 
is now increasing, local bankers say. Two 
large low-cost housing projects are under- 


way in the city and a third, with a USHA 
grant of $3,500,000, has been announced. 

Mortgage bankers over the country who 
saw the pictures in Life magazine recently 
showing how the smoke nuisance in St. 
Louis had been corrected in one year will 
be interested to know that local bankers 
believe this will have a decidedly favorable 
effect on real estate. The city’s Smoke 
Elimination Committee promises further 
improvement this year. ‘And further im- 
provement will naturally slow down de- 
centralization in this area and improve the 
value of close-in properties,” Mr. Mahan 
says. 

Letters in Life’s “Vox Pop” section sug- 
gest that probably Pittsburgh, Knoxville, 
Birmingham, Detroit, Louisville and Cin- 
cinnati might possibly benefit from St. 
Louis’ accomplishment. This is the sort 
of civic matter that local MBA association 
members should get behind and push for 
all they’re worth—it's simply good busi- 
ness to do so if for no other reason. 





“Loan Conservatively” — Kanaley 


The Minneapolis MBA has just tried 
something that we haven't noted among 
MBA locals before, and the best way to 
describe it, we suppose, is to call it 
“housecleaning.” But read on before you 
decide too hastily what we mean. What 
the Minneapolis MBA did at their annual 
meeting was install an all-new slate of 
officers except the secretary. 

The purpose was, as the officers told us, 
to put the burden of Association activities 
on some of the newer men. G. Kendall 
Smith succeeded Frank J. Mulcahy as 
president; Arthur M. Campbell succeeded 
Gardner English as vice-president, and 
Harold Dunn succeeded J. McK. Thomp- 
son, Jr., as treasurer. 

New governors include Donald New- 
hall, Robert White and P. R. Harrison 
succeeding S. M. Waters, Benjamin B. 
Walling and George A. Carleton. Theo- 
dore P. Burton remained as secretary, only 
“surviving member of the old adminis- 
tration”’-—something like the lone Repub- 
lican who survives a Democratic landslide, 
or vice versa. 

Byron V. Kanaley, MBA governor of 
Chicago and George H. Patterson, MBA 
secretary, spoke at the dinner. Mr. Ka- 
naley’s talk seems to have struck a respon- 
sive chord, judging from the comment, 


press and otherwise, that resulted. 

Warning mortgage bankers not to be 
“led astray by some of the modern philos- 
ophy of loaning,” Mr. Kanaley told mem- 
bers that “this is the time, of all times, 
to be conservative, conservative in our 
estimate of the continued financial stabil- 
ity of the borrower, continued stability of 
the property and thorough and conserva- 
tive in appraisals.” 

In cautioning conservatism, he said that a 
noticeable tendency had developed in the home 
financing field to “‘over-loan” on real estate and 
is one which, if it continues to increase, has the 
potentialities of causing trouble later. He cited 
figures covering a survey of mortgage bankers 
in 73 cities over the nation. They showed that 
54.1 percent of them declared that the intense 
competition for real estate financing had caused 
some lenders to loan more than sound judgment 
would dictate. 

Mr. Kanaley declared’ he expected interest 
rates this year to remain about where they are 
now. They might possibly go higher, he added, 
“because if this huge armament program goes 
along two or three years this spurt of business, 
though artificial, will begin to look like ‘busi- 
ness as usual.’ It will be possible to float large 
bond issues on commercial and industrial con- 
cerns. Temporary borrowings by industry from 
banks to finance this huge program will take up 
some of the money—how much no one knows 
—but maybe enough to steady interest rates.” 

The defense effort, he declared, is not going 
to be an overwhelming factor in the housing 
situation. The government will try to locate 
defense housing in settled communities where 
it will not be valueless after the need has passed. 
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Appraising High Grade Houses and Unfurnished Apartments 


ing expenses, proper reserves for refriger- 
ators, stoves, exterior painting, roof re- 
pair and similar items, for management 
which is relieving the owner of any burden 
of management and a proper percentage 
of depreciation. 

“It is evident to all that if no vacancy 
reserve is set up, or no reserve made for 
new refrigerators and stoves which have to 
be bought every ten years, or roofs, which 
must be taken care of every ten years, and 
if no provision is made for exterior paint- 
ing, which must be done every four years, 
our net income will be high and we will 
arrive at the same value for the building 
using a 10 percent capitalization rate as 
we would with an 8 percent capitalization 
rate after setting up these reserves. 

“Once we have an honest net income, 
we should consider the following factors: 
(1) Local interest rates; (2) Stability of 
income; (3) Marketability of property; 
(4) Life expectancy of property; and (5) 
Stability of neighborhood. 


Five Factors 


‘These five factors are very much inter- 
twined. 

“(1) It is natural that if in a given 
community, high grade municipal bonds 
show a return of 3 percent interest, capi- 
talization rates will be lower than in a 
community where similar securities show 
a4 percent return. 

(2) If we are certain that our prop- 
erty will continue for some time to show 
income similar to the income figure used, 
we will likewise figure a lower capitaliza- 
tion rate than we would on a property 
where we are not so certain that the in- 
come will not be less within a few years. 

‘(3) If our property is so located and 
is of a type and size that there is a ready 
sales market for it, we are entitled to use 
a lower capitalization rate than that on a 
building so located and of such type and 
size that we would have difficulty in find- 
ing a buyer. 

(4) If the building is so located and 
of such a character that we can figure the 
income will not only be stable but that we 
are safe in figuring that the building will 
be of a similar character twenty years 
hence, we can figure a lower rate of capi- 
talization, than on a building that would 


(Continued from page 5) 


be much less desirable in ten or fifteen 
years. For example, I believe that I would 
figure a lower capitalization rate on a 
building in Evanston, Illinois, overlooking 
the lake, than one of similar size, showing 
the same income today in many other loca- 
tions. 





MM, Draper tells the story of 
the three Chicago men who were 
appraising a vacant lot to be con- 
demned for use by the city's ele- 
vated railroad lines. Two agreed 
to value it at $100 per front foot. 
The third exclaimed, “We can sell 
that lot for $200 a foot over the 
telephone.” Then one of the two, 
Mr. William A. Bond, considered 
to be the dean of Chicago apprais- 
ers in his day, said, “The value of 
the land is only $100. The extra 
$100 is for salesmanship.” 





“(5) The stability of neighborhood 
factor is much the same as the one just 
mentioned. I cannot figure as low a capi- 
talization rate on a building adjacent to a 
slum area as in a section which is on the 
upgrade. 

“In arriving at this capitalization rate it 
may not be necessary to actually count off 
each item before arriving at the figure; but 
I am of the opinion that in arriving at the 
proper rate of capitalization, we must at 
least subconsciously give consideration to 
all of these factors. 

“Today in Chicago, in order to attract 
capital to the purchase of walk-up unfur- 
nished apartment buildings, we must show 
a return of from eight to ten percent, after 
taking into consideration reserves and de- 
preciation which I mentioned, before ar- 
riving at the net income figure used. 

“A building must be of the highest 
grade in one of the best neighborhoods 
to use an 8 percent rate, while an ordinary 
building in a less attractive neighborhood 
with less stability of income will require a 
10 percent rate. A check made with one 
of the large trust companies in Chicago 
reveals that during the past six months the 
capitalization rate on actual sales made was 
9.4 percent. 

“I recall an appraisal story concerning 


a Chicago real estate board valuation com- 
mittee, the members of which were Mr. 
William A. Bond, Mr. Willis Baird and 
Mr. Mark Levy. In appraising a vacant 
lot to be condemned for the construction 
of the Chicago elevated railroads, Mr. 
Bond and Mr. Baird agreed to value the 
lot at $100 per front foot. Mr. Levy, al- 
ways excitable, exclaimed, ‘Gentlemen, we 
can sell that lot for $200 a foot over the 
telephone.’ Mr. Bond and Mr. Baird ex- 
changed glances and Mr. Bond, who was 
considered probably the dean of appraisers 
in Chicago real estate up until the time of 
his retirement about ten years ago, said, 
‘But, Mr. Levy, the value of the land is 
only $100. The extra $100 is for sales- 
manship.’ ” 


DALLAS GETS CLINIC ON 
MAY 10; CINCY’S APRIL 5 


The last of MBA’s four regional Mort- 
gage Clinics for 1941 is set for Dallas at 
Hotel Baker on May 10th, President Dean 
R. Hill, announces. It will be in charge of 
MBA Regional Vice President for the 
South, Allyn R. Cline of Houston. 

The Cincinnati Clinic, of course, has 
been previously announced for April Sth. 
At this meeting the Association is trying 
out some new ideas in Clinic operation 
which we think will greatly add to the 
interest of this type of meeting. 

For Property Management we are sub- 
stituting Conventional Loans as one of the 
five main sections of discussion. This part 
of the program will be handled exclusive- 
ly by life insurance company executives. 
The subject has great appeal and we are 
anxious to see how it will work out when 
handled in the Clinic manner. The other 
four sections of discussion will be FHA, 
Service Costs, Acquisition of New Busi- 
ness and Appraisals. 

At Cincinnati we are also cutting down 
on the number of prepared papers. This 
is being done to give more time to floor 
discussion. This, too, is an experiment. 

Regional MBA Vice President for the 
central area, Charles A. Mullenix of 
Cleveland, will shortly announce the dis- 
cussion leaders who will take part in the 


program. 
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This would cover partially at least the cost 
of setting the loan on the books, or, in 
the case of a broker-originator, would be 
some compensation for his cost of han- 
dling or loss of income by refund to his 
buyer.” 

The view of George H. Schmidt, 
treasurer of the Title Guarantee and 
Trust Co. of Baltimore, is much the 
same. Says Mr. Schmidt: 

“As to the 1 per cent premium being 
too high, we ought to consider it from 
two entirely different points of view: 
First, that of the FHA to whom the 
premium is paid; and second, that of the 
mortgagee who gets nothing by way of a 
bonus, but is benefited somewhat by hav- 
ing the penalty for prepayment high in 
that it will discourage these payments. 

“I feel certain that 1 per cent is not too 
high from the mortgagee’s view. The 
mortgagee does not want to have his 
mortgages paid prior to maturity ; and any 
fee or bonus assessed against the mortga- 
gors which would discourage prepayments 
would certainly benefit the mortgagee or 
lending institution. 

“The FHA has now had five years’ ex- 
perience which should be sufficient time 
to test the adequacy of the 1 per cent pre- 
payment fee. I suggest that the Association 
might take this matter up with FHA. If it 
is too high, why not attempt to have the 
regulations changed in order to permit the 
mortgagee to retain a portion of the charge 
as a bonus for prepayment. 

“Neither do I think it would be prac- 
tical to limit prepayments to i5 per cent 
in any one year, as it would mean a com- 
plete revision of FHA's regulations, and 
would eliminate the 1 per cent prepay- 
ment charge, as there would not be any 
provision for prepayment. 

“This would be entirely too rigid. 
There must be some flexibility to cover 
the various contingencies which may arise 
where the mortgagor must pay off the 
mortgage, as in the event of the sale of the 
property. Then, too, I believe that the 
competition of other types of mortgage 
financing would make such a change im- 
possible. 

“I do feel, however, that the mortgagee 
should get an additional bonus when a 
loan is prepaid. If the regulations were 
changed, however, so as to permit such a 
provision in the mortgage, I doubt if it 
could be used. Here again we run up 
against competition; there would be a 
double charge for prepayments of the 1 





We all know the various sources and 
the various media that mortgage men 
are using today to get new business— 
direct solicitation, building permits and 
Dodge reports, newspaper advertising, 
telephone solicitations, direct mail, 
contractors, realtors and mortgage 
bankers, and present borrowers. 

In my opinion the best results in 
obtaining new business can be had 
through the cooperation of contractors, 
realtors, and other mortgage bankers, 
and in that order. 

At one time and another during the 
history of our company, we have at- 
tempted the solicitation of new busi- 
ness by preferred brokers who have 
tried door-to-door solicitation ; by leads 
furnished such brokers through build- 
ing permits and Dodge Reports; 
through newspaper advertising to a 
limited extent, and through telephone 
solicitation. 

In addition to this, we have at all 
times worked as closely as possible with 
a select group of builders, realtors, and 
associates in the mortgage business. Of 
these methods, our success has been the 
greatest with this last group. 

We have found that solicitation by 
brokers, telephone, advertising, and 
building permits are among the most 
expensive forms of obtaining new 
business because of the necessity of 





One Man’s View of How to 


Get New Business 


weeding out undesirable credit risks, 
locations and properties. Direct mail 
advertising, door-to-door solicitation, 
and even the use of telephone solicita- 
tion result in the receipt of a great 
number of applications which, for one 
reason or another, must be declined. 
This only means that the expense of 
procuring business, (which is too high 
at best), is raised to a level which is, 
in Our opinion, unreasonable. I think 
that the most substantial business leads 
can be obtained from working directly 
in the field with the property. 

By working closely with a group of 
builders whose credit is beyond ques- 
tion, and realtors who understand the 
type of security in which we are inter- 
ested, we have been able to obtain a 
volume of business which is sufficient 
to satisfy all our principals, and which 
has been of such a quality as to cause us 
a very minimum of servicing trouble. 
Based upon our own experience, it is 
my opinion, and that of my associates, 
that we shall continue this close co- 
operation with a select group in the 
belief that through this method we can 
most economically obtain the quality 
and type business best suited to our 
portfolio.—Norman R. Lloyd, presi- 
dent, Allied Mortgages, Inc., and 
president, Cleveland Mortgage Bank- 
ers Association. 








per cent to the FHA in addition to the 
mortgagee’s charge. I believe the only pos- 
sibility the mortgagee has of obtaining a 
bonus is to have the FHA permit the mort- 
gagee to retain a portion of its 1 per 
cent charge.” 

Claude R. Davenport of the First 
Mortgage Corporation of Richmond, 
Virginia, raises some important ques- 
tions relative to servicing FHA loans. 
He says: 

“The mortgage loan executive today 
arises in the morning beset by problems 
of increasing competition, reducing inter- 
est rates and excessive anticipations on 
his loans. He retires in the evening 


harassed and perplexed by continually in- 


creasing operating expenses. 

“When I try to find where we stand 
today, I often think of the little ditty 
which seemed to be so appropriate in the 
hectic days of World War I. It ran: 


‘I wish that my room had a floor. 
I wouldn't so much care for a door. 
But this walking around 
With your feet off the ground 
Is getting to be quite a bore.’ 


"Today as we try to solve the question 
of operating expenses, we are, of course, 
constantly disturbed by the question 
‘whether or not we can show a satisfac- 
tory margin of profit from the servicing 
of monthly payment loans on a limited in- 
terest differential.’ 


(Continued on page 6, column 1) 
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How to Run an 
MBA Loeal Chapter 


Last of a two-part article 











In the February issue of Local Chapter 
News we discussed the set-up of the Chi- 
cago Mortgage Bankers Association as an 
association; we told you in some detail 
how its committees are organized and 
what they did in 1940. Our purpose was 
to show how this oldest MBA chapter 
operates, what it does and what it has 
accomplished for its members—our hope 
being that it might prove a helpful guide 
for some of our younger MBA chapters. 
In this, the concluding chapter of this 
article, we'll describe some of the services 
the CMBA sends to members. 

SERVICES RENDERED: The services a 
local MBA renders can’t be measured 
merely in what it sends to members—but 
they're important! CMBA sends at least 
two services to its members every month. 
Here they are: 

Real Estate Sales Report: Reported 
real estate sales by all CMBA members, 
issued 5 or 6 times each year showing 
type of property, location, sales price 
and date of sale. 

Statistical Survey: Issued quarterly 
and shows mortgages and trust deeds 
recorded in Cook and Lake Counties. In 
addition it includes: Comparative study 
of foreclosures of trust deeds in Cook 
County; Cook County foreclosures 
classified as to dollar consideration; 
and building permits. (For example in 
the last service of 1940, comparisons 
were made for 1939, 1938, 1937 and 
1936.) 

Roster: Issued annually, a printed 
booklet showing all members’ names, 
their firms, addresses, etc. 

Interest Rate Study: \ssued semi-an- 
nually. It’s an analysis of interest rates 
of mortgages recorded in Cook County. 

Others: Here are other services 


(Continued on page 4, column 1) 





New York 1941 Convention City; Dates 
Are Set as October 1, 2 and 3 


New York's the MBA convention city 
for 1941—and the dates are October 1, 
2 and 3. The hotel is the Roosevelt. 

It will be MBA’s 28th annual conven- 
tion and the first time we have ever met 
in the nation’s largest city. 

But MBA isn't exactly a stranger to 
New York. Some of our most active mem- 
bers are in that city, particularly some of 
valuable institutional lender members. 


MBA, incidentally, was organized in New 
York, that is MBA's predecessor was. In 
April, 1914 the Farm Mortgage Bankers 
Association was organized at the Hotel 
Astor and the following October held the 
first annual convention in Chicago. 

Plans for MBA’s annual convention 
this year are already being made and they 
include some new ideas. Watch for de- 
tails about them in these pages. 





Detroit MBA Has “Clearing House” 


for Conventional Applications 


The Detroit MBA last year placed in 
operation a plan which we can recom- 
mend to every local Association. The 
secretary's office was made a “clearing 
house” for conventional loan applications. 
Members were asked to report all applica- 
tions to the secretary so the “loan shop- 
per’ could be spotted quickly. The theory 
back of the move was to attempt to elimin- 
ate, as far as possible, this troublesome 
factor in mortgage lending. Charles H. 
Sill, DMBA president this year, tells us 
that the plan has worked out well. Mem- 
bers generally have been pretty prompt in 
reporting applications. When they haven't 


reported, it’s been primarily a case of not 
being entirely familiar with the plan, its 
purpose and the benefits to all that can 
logically be expected. This year, he says, 
the group is going right ahead and ‘‘even 
better results are to be expected.” It's an 
example of local associations deciding on 
a plan that they know will aid mortgage 
banking as a whole; and then putting all 
efforts behind it. Naturally, local associa- 
tions cannot expect such plans to work 
perfectly the first two or three months. 
They take time. But they're worth every 
effort put into them. 





Huntington MBA Members Agree on 
Standard Rate of Loan Costs 


Everything considered, the Huntington 
MBA of Huntington, W. Va., did one of 
the best jobs last year of any MBA local. 
Organized only in May, 1940, its mem- 
bers can point to some really constructive 
accomplishments. For one thing, they 
reached an agreement among themselves 
as to the standard rate of loan costs 
charged on all residential loans, FHA or 
uninsured. The Association then printed 


a pamphlet giving all members’ names 
and showing a schedule of minimum total 
costs on real estate loans. The table: lists 
amount of loan, initial deposit and total 
costs; loans from $2,000 to $10,000 are 
quoted. 

Then this chapter did something else— 
splendid for a city of its size (population 
around 75,000) but probably not adapta- 
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What MBA Chapters Are Doing 
about State Legislation 


A partial review of some bills 
affecting mortgage lending in 
the state legislatures this year 





HAT'S up this year in the state 
\ Ny legislatures? After we had 
made a preliminary survey of 


those states in which MBA has members 
(and intended to publish it in the last 
issue of Local Chapter News) we led off 
our article this way: 

“What bills have our state legislators 
cooked up this year? Not many, judging 
from reports reaching the MBA national 
office. Of course, it’s early, as our corre- 
spondents all emphasize ; but so far it’s an 
off-season as far as new mortgage legis- 
lation is concerned.” 

We're changing our tune now. The 
woods are full of new proposals and laws 
that have a direct meaning for mortgage 
lending—so many, in fact, that we can’t 
begin to give you more than an inkling 
of many of them. We are sending to our 
members all legislative material we can 
get that affects their own states; and we'll 
send it to any member in any other state 
who requests. 

Now let's call in some of our Local 
Chapter News cortespondents and see 
what they have to say: 

CALIFORNIA: Mortgage bankers expect 
a bill to be introduced in the state legis- 
lature which, if passed, will restrict the 
right of mortgage lenders to control the 
writing of insurance on properties which 
secure their loans. The bill, if it material- 
izes, will be sponsored by various insur- 
ance agents and brokers organizations as 
similar bills have been in the past. This 
year, however, the bill is reported to have 
the support of the Insurance Commission- 
er. Members of MBA of Southern Cali- 
fornia are watching developments with 
keen interest, says John M. Marble, presi- 
dent, The John M. C. Marble Company, 
Los Angeles. (Incidentally, there's an- 
other state in which MBA is strongly 
represented where similar legislation may 
develop. Our local chapter's members are 
alert to the possibilities—and ready to act 


when, as and if it’s necessary) .* 

MASSACHUSETTS: Establishment of a 
three-member state mortgage and loan 
appeal board in the state department of 
banks, with power to hear complaints 
arising out of mortgage, loan or condi- 
tional sales contracts, has been proposed. 

Under terms of the proposed legisla- 
tion no more than two of the board’s 
members could be of the same political 
party. Each member would be paid $30 
a day when the board sat, but not more 
than $3,000 annually. None could be 
associated while sitting on the board with 
any concern doing business of a character 
that might be reviewed by the board. 

“The board shall have jurisdiction,” 
the measure proposes, “to review any 
transaction of a bank, insurance com- 
pany, finance company, loan company, 
corporation, partnership, association or 
individual dealing in mortgages or loans 
which may be brought to the attention 
of the board by any borrower aggrieved 
by such transaction, or by his duly author- 
ized agent. 

“The board shall make a decision in 
every case, and if necessary transmit it to 
the proper state department for action.” 

GeorciA: In this state a Documentary 
Stamp Tax Bill has been proposed. The 
bill says it’s ‘‘am act to levy an excise or 
privilege tax upon the recording of cer- 
tain documents” and then in (a) of Sec- 
tion 2 it defines documents as ‘mortgages, 
security deeds, deeds of trust, bonds for 
title and any and all other instruments 
conveying real estate . . . etc.” Write 
Georgia Bankers Association, Atlanta, for 
complete copy of bill.* — 

SoutH Dakota: Here a bill has been 
introduced ‘‘pertaining to the existence of 
an emergency affecting owners of real 
property covered by mortgages . . . ex- 
tending the period of redemption . . . 
etc.” (MBA members interested in this 
can secure a special report on it by writing 


the national office.) 

Iowa: Iowa House Bill No. 41 would 
repeal Section 12377 of the Iowa Code, 
1939, and here’s what it says: “If the 
mortgaged property does not sell for suf- 
ficient to satisfy the execution, a general 
execution may be issued against the mort- 
gagor, unless the parties have stipulated 
otherwise.” (Association of Life Insur- 
ance Presidents advise us that they're tak- 
ing action.) 

Iowa House Bill No. 43 has to do with 
the “foreclosure of mortgages, the fixing 
of a minimum or upset price below which 
the same may not be sold in certain cases, 
and providing for jury trial on questions 
of value.” Interested members should 
write us for further data on this and an- 
other proposed legislation in Iowa. It’s 
too lengthy to record here. We can get 
the Iowa MBA's recent bulletin for any 
member who requests it. 

Missouri: “Nothing expected in this 
state for the next month or two be- 
cause of delay in installing the new Re- 
publican governor,” Joseph H. Schenk, 
St. Louis, writes. The St. Louis MBA is 
interested in no special bills. 

Onto: “Nothing expected in Ohio.” — 
Howard S. Bissell, Cleveland. 

OrEGON: “No developments in a legis- 
lative way in Oregon,” Reade M. Ireland, 
Portland, reports. 

ALABAMA: “No bills reported yet that 
would affect mortgage banking,”—R. 
Morey Hart of Birmingham. 

New York: See last issue. 

ILLINOIS: Previously reported and a 
more complete report will follow later. 
The CMBA has just issued a bulletin on 
Federal and Illinois legislation. 

NEBRASKA: Here a bill “to provide for 
the organization of cooperative farm land 
companies to facilitate the acquisition of 
title to agricultural lands by those who 
till the soil; to prescribe the powers and 
functions of such companies; and to de- 
clare an emergency,” has been introduced. 





* Ask National MBA office for additional 
data if desired. 
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COOPERATION PAYS 


Does standardization of practices and 
cooperation among mortgage men pay? 
Here are some dollars-and-cents facts to 
prove that it’s costing mortgage men over 
the country a great deal of money by not 
doing a little more cooperating. 

The president of one MBA local chap- 
ter declared a few days ago that last year 
it cost members of his association over 
$900,000 by not charging the one percent 
service fee in 1940 FHA loans to which 
they are entitled. That averaged around 
$10,000 for each member office, he said. 

If members would all agree to make 
this charge, there would be no question 
about getting it, he added. The president 
of another local chapter said that $10,000 
is exactly what not making the charge 
had cost his firm last year. It so happens 
that both of these two local associations 
are among the most efficiently organized 
of our 30 groups. 


* * * 


PURELY PERSONAL 


Robert Stewart of Prudential’s Cincin- 
nati office is a naval reserve officer, ex- 
pecting a call any minute . . . wonder how 
many other local association members are 
in the same boat or expect to be in that 
boat ? 


What the State Legislators Are Doing 


(Continued from page 2) 


As G. K. Baumgartner, The First Trust 
Company of Lincoln, says, this may not 
directly affect mortgage banking but it 
should prove interesting to institutional 
investors who have acquired considerable 
real estate. Other legislative news from 
Nebraska: 


L. B. No. 188 abolishes a law to which little 
attention is paid and which requires that all 
deeds and mortgages on real estate shall cor- 
rectly state the amount of consideration paid 
and to abolish penalty. 

L. B. No. 103 provides, after a petition for 
the foreclosure of a mortgage has been filed, 
no action at law may be had for the recovery 
of the secured debt. 

The legislature in 1938 attempted to pass a 
bill abolishing deficiency judgments but the 
Supreme Court has not upheld the law and has 
ruled that even after sheriff's sale of a fore- 
closed property has been held, that the District 
Court is obliged to permit the case to be re- 
opened so that suit may be brought on the indi- 
vidual obligation for any deficiency over and 
above the price bid at the sheriff's sale. 

L. B. No. 70 amends law relating to per- 
mitted investments by savings banks, by raising 
from 50 percent to 60 percent of appraised 
value, the amount that can be loaned on un- 
encumbered and improved real estate; provides 
that loans may be made on unimproved real 
estate not to exceed two-fifths of appraised 
value; authorizes the insurance of loans by Fed- 
eral Housing Administration; loans on im- 
proved real estate and so insured may be in an 
amount not to exceed 90 percent of actual cash 
value; authorizes loans up to $1,000 on written 





Clifford Harvuot, Cincinnati MBA's 
secretary, recently took on The Guardian 
Life Insurance Company account . . . this 
MBA local has added the Atlas National 
Bank, represented by Robert J. Ott, vice 
president, to its membership rolls 

Albert Mayer, Jr., a member of Cin- 
cinnati MBA, is now the president of the 
Cincinnati Real Estate Board, the third 
member of his family to occupy that office. 
His father and uncle preceded him in 
the post... 

Speaking of the usefulness of local As- 
sociation monthly bulletins, the current 
issue of the Iowa MBA publication is a 
case in point . . . in it Earl S. Linn, presi- 
dent, analyzes for members the proposed 
legislation in the state’s legislature that 
affects mortgage lending . . . 

The Mortgage Bankers Association of 
Northern New Jersey has joined with 
seven other organizations and is asking 
the state senate and assembly to direct an 
inquiry into all mandatory “spending” 
laws on the statute books . . . sounds like 
a good idea for almost any state . 


obligations, with or without co-signers and with 
or without security within maturity, limited to 
two years, base amount not to exceed actual 
amount loaned plus interest, if insured by the 
Federal Housing Administration. 

Texas: There’s plenty of activity in this 
state and the Texas Mortgage Bankers 
Association is on the job. House Bill No. 
89 provides that no real estate shall be 
sold to satisfy a mortgage or deed of trust 
except in pursuance of a judgment of a 
district court. This would eliminate all 
foreclosures under the power of sale in 
a deed of trust by the trustee. 

House Bill No. 35 provides that no 
foreclosure shall be consummated unless 
the highest bid at the sale is at least 75 
percent of the appraised value of the 
property. 

“You can see that both of these bills 
are of tremendous importance to all prop- 
erty owners and investors,” says T. A. 
Blakeley, Texas MBA secretary. ‘There 
is no necessity for the passage of these 
bills. In my opinion they would greatly 
increase the cost of foreclosure, making 
it necessary to employ attorneys in all 
cases, go to expensive advertising and 
publishing of notices of sales in. news- 
papers, thereby adding additional costs 
and burdens on the man who must and 
does borrow money on real estate.” 

Many years ago both Texas life companies 
and out-of-the-state companies were not per- 
mitted to make loans in excess of 50 percent of 
the value of the property. A few years ago, Arti- 
cle 4725, which applies to Texas companies, was 
revised and now provides that Texas companies 
may make loans on property “the value of which 
is 40 percent in excess of the amount loaned 
thereon.” But at that time, Article 4766, apply- 
ing to out-of-the-state companies, was not re- 
vised, and in order for them to get a credit on 
their premium tax under the Robertson law, 
these mortgages must still be on a 50 percent 
basis. 

M. H. Guillot, a Texas MBA member, has 
had a bill prepared revising Article 4766, ap- 
plying to out-of-the-state companies, providing 
that they too may make loans on real estate 
“the value of which is 40 percent more than 
the amount loaned thereon,’’ and that these 
loans will be acceptable as “Texas Securities’ 
under the Robertson Jaw and entitle these com- 
panies to the premium tax reduction. 

Fioripa: ‘Nothing in this state yet,” 
writes Lon Worth Crow, Jr., of Miami. 

UTAH: Newell B. Dayton, vice presi- 
dent, Tracy Loan & Trust Company of 
Salt Lake City, says nothing directly affect- 
ing mortgage interests up this year. The 
governor has, however, proposed an elab- 
orate reorganization plan through a series 


of new laws. 





